


% Ce (?' ?- 


MANAGEMENT 


RY 
R/S y 


ag 
A 2) 19 





Business Conditions & Forecasts 
AMERICAN MANAGEMENT ASSOCIATION 





(: 





ate. 







yu. 5. BFP 





330 West 42 ew York, N.Y. 


> 





VOL. 16, NO. 4 


APRIL 29, 1943 


; Copyright 1943 
American Management Association 








Atvin E. Dopp 


In wartime one quickly becomes ac- 
customed to deterioration in the quality 
of material things, and, the longer the 
war continues, the lower declines our 
standard of value with respect to such 
things. It has always been thus in 
wars;. it is just one small aspect of the 
hell that is war. The great danger is 
that we may permit this deterioration to 
extend from material into spiritual and 
human things—that we will lower our 
standards of human virtues and values. 

Modern industrial management is 
well aware that no matter how long the 
war is with us, no one is going to be 
able to invent an ersatz form of indus- 
trial relations, and, no matter what 
strictures and limitations the govern- 
ment places upon worker freedom, hu- 
man nature will not change, and hu- 
mans themselves will react as they have 
always_reacted. 

It is not unlikely that in many indus- 
trial quarters the belief is growing that, 
in view of recent government regula- 
tions curbing the freedom of workers, 
management is relieved of many labor 
relations responsibilities and that from 
now on the government is the “person- 
nel man” to whom all future problems 
can be referred; and this is a plausible 
view, since the government has, in fact, 
(1) denied the right to strike (2) placed 
limitations on wage increases, and (3) 
forbidden ie worker to move from job 
to job in search of better pay. 

The government has taken these steps 
because it regards them as necessary to 
insure maximum utilization of our la- 
bor supply. But actually, while they 
relieve the employer of responsibility in 
some respects, they increase his respon- 
sibility in others. 
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of the worker freedoms that has been 
curbed was an important source for the 
satisfaction of employee grievances. But 
now that these freedoms are gone or 
greatly restricted, can anyone believe 
that workers will not seek new sources 
of satisfaction? And is it not likely 
that if these sources are not found the 
government will never achieve full man- 
power utilization and industry will have 
a morale problem on its hands of the 
most serious consequence? 

The government has not invented an 
ersatz form of wartime industrial re- 
lations and companies cannot them- 
selves begin replacing tried and proved 
techniques with ersatz practices in ad- 
ministering their own industrial rela- 
tions. 

In many concerns strenuous efforts 
are being made in the direction of what 
the companies call “morale building.” 
There is feverish activity with such de- 
vices as posters, slogans, music, movies, 
etc. The companies believe these are im- 
portant, and they are. As one adver- 
tiser says, “morale is a lot of little 
things.” That is not wholly true, how- 
ever. Morale is a number of definite 
fundamental things, whose lack can 
never be filled by all the morale build- 
ing measures that clever people can con- 
jure up. Beauty parlors for the women, 
free beer for the men, entertainment be- 
tween shifts—they are all good, but they 
do not make a personnel program. 

What are the fundamental things? 
They are found in every good labor pol- 
icy, which consists of: (1) profound 
good will toward the employees; (2) ex- 
pression of this good will in the form of 
a sound labor program covering (a) 
fair and equitable wages, (b) adequate 

(Continued on page 4) 





TRENDS 
IN BUSINESS 


Goals Reached in Certain 
Arms Categories Make Room 
for More Civilian 
Production 


The abandonment of plans for the con- 
centration of industry, the revitalization of 
the civilian supply branch of the War Pro- 
duction Board, a growing number of con- 
tract cancellations—these are three develop- 
ments of recent weeks that indicate the 
trends of war production. All are related 
and all point with certainty to one con- 
clusion: namely, that our production of 
many strategic kinds of material has reached 
the point where our present supplies are 
more than enough for the reasonable needs 
of our armed forces and that for that rea- 
son production of many civilian items can 
be resumed on a moderate basis. It appears 
to mean, further, that it will not be neces- 
sary to go to the lengths at first contem- 
plated to insure coordination of military 
and civilian supplies. 


Changes Indicate 
“Long War’ Planning 


Most observers hold, however, that these 
decisions of the WPB do not signal a turn- 
ing of the corner toward the gradual re- 
sumption of bnsiness as usual, On the con- 
trary, the decisions would seem to point to 
the belief on the part of the WPB that a 
long war is ahead and that it would not be 
the part of wisdom to permit the tools of 
essential civilian production to wear out 
while munitions piled up unused. This 
would mean that increased production of 
civilian goods will be largely confined to 
those commodities that are the most essen- 
tial and that will contribute toward the 
central aim of winning the war. 

It may be expected that some war plants 
will shut down in the not distant future, 
certainly to the perplexity of many mem- 
bers of the civilian population. It will 
simply mean that the requirements for some 
materials have, for the present at least, been 
satisfied. Other factories are likely to re- 
ceive additional orders, and, the entire pro- 
cedure will be one of balancing and adjust- 
ing war production. The latter part of 1943 
should witness the gradual emergence of a 
more closely knit and far more efficient war 
economy than we have yet seen. The “grow- 
ing pains” stage will be passed, and the full 
strength of the nation will be brought to 
bear on winning the conflict. 
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The Business Outlook 


GENERAL BUSINESS 


During the past month the main tide 
of business continued to surge upward, 
but cross-currents were everywhere evi- 
dent. Further expansion occurred in 
manufacturing, and production of some 
consumer goods was resumed on a mod- 
erate scale. With the war effort now 
well along in its third year, output of 
war material has risen to over half of 
industrial production without imposing 
very onerous burdens on civil life. But 
the needs of the civilian economy are 
being accorded increased attention in 
Washington, mainly because of a grow- 
ing belief that further cuts in consum- 
ers goods and services will impair civil- 
ian efficiency to the point of crippling 
the war effort. Nevertheless, expendi- 
tures for civilian goods and services will 
be reduced this year to $477 per capita, 
from $561 in 1942. 

The President's sweeping executive 
order has dampened the inflationary 
psychology which played havoc with the 
economy in recent months. A _ sharp 
reaction has occurred in stock prices, 
and prices of industrial materials and 
imported goods appear generally to be 
stabilized. Farm prices, on the other 
hand, continue out of bounds, and na- 
tional income has broken all previous 
records. Retail inventories are being 
rapidly drained away by purchasing 
power of unprecedented magnitude. 

For the year as a whole, the national 
income promises to be the largest on 
record. However, both war production 
and over-all industrial output threaten 
to flatten out over the next six months, 
with the peak war spending rate around 


$100,000,000.000 to $110,000,000,000 
annually. 
> 
MANPOWER 


Labor turnover continues to be a ma- 
jor personnel headache. Annual quit 
rates in manufacturing have risen to 
87 per cent of total payrolls, and in less 
essential lines the turnover has been 
even heavier. Some comfort may be 
drawn by industry, however, from find- 
ings of a recent survey of industrial ab- 
senteeism: these reveal an average ab- 
sentee rate in March of only 5.4 per 
cent among 25 industries. This is con- 
siderably lower than many of the more 
pessimistic guesses, and offers a favor- 
able contrast to Britain’s 10 per cent. 

Most startling of the month’s statis- 
tics are those on employment of farm 
workers. In the face of a rumored crisis 
in the farm labor situation, the Depart- 
ment of Agriculture reports that there 
are almost as many workers on farms 











SOURCES: 


Alexander Hamilton Institute 
Brookmire, Inc. 

Business Week 

Dun’s Review 

Cleveland Trust Company 
National City Bank 











now as there were a year ago; and there 
were more workers on farms last sum- 
mer than was the case in the summer of 
1941. 

With an army of 11,000,000 foreseen 
by the end of this year, a draft of wom- 
anpower continues to be weighed specu- 
latively in Washington quarters. Soon 
every fourth job in war industry must 
be filled by a woman, according to 
WMC officials; and to effect this vast 
substitution, voluntary recruitment may 
have to yield to compulsion. 
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COST OF LIVING 


The cost of living has risen to a new 
peak. Food prices are 46 per cent 
higher than in August. 1939, and cloth- 
ing has advanced approximately 23 per 
cent. But, though living costs today 
are some 23 per cent above August, 
1939, the start of World War II, this 
increase lags far behind the 40 per cent 
rise prevailing at the corresponding pe- 
riod in the First World War. Thus, de- 
spite their many evident defects, price 
control measures have obviously tended 
to retard the advancing trend. 


> 
CORPORATE EARNINGS 


Despite broad expansion in sales vol- 
ume, most lines of business have experi- 
enced such a rapid increase in operating 
costs and taxes that net income after 
taxes is lower now than in peacetime, 
and margins of profit have declined 
sharply. The National City Bank has 
tabulated the reports of 2,560 leading 
companies, whose aggregate capital and 
surplus of $57,150,000,000 at the be- 
ginning of last year comprised more 
than 40 per cent of the total for all 
American corporations. The combined 
1942 net income of these concerns to- 
taled $4.962,000.000 after taxes, com- 
pared with $4.969,000.000 for the same 
companies in 1941. The rate of return 
on net worth declined from 8.9 per cent 


in 1941 to 8.7 per cent in 1942. 
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Sidelights on Renegotiation, 


How do business men as a whole feel 
about the renegotiation of war contracts?) 
Speakers at the Association’s recent ra 
nance Conference pointed out that those) 
who have been through the mill appear, 
satisfied with the treatment accorded 
them. While profit margins have beenj 
cut substantially in many cases (the gov. 
ernment’s goal is to reduce profits on 
war contracts to one-half or one-third 
those of peacetime), price adjustment 
boards apparently have tried to be fair 
and cooperative. Furthermore, the re. 
cent adoption of uniform renegotiation 
policies by the adjustment boards should 
do much to facilitate orderly procedures, 
Contractors, in turn, are beginning to 
feel that renegotiation in itself is no 
stigma, since the government emphasizes 
that the need for it stems less from ava- 
rice or poor judgment on the part of con. 
tractors than from lack of accurate cost 
data. 

“Renegotiation is a good deal like go- 
ing to the dentist,” said one speaker. “‘In 
retrospect it is not nearly so bad as be. 
fore you pay the visit. Generally speak. 
ing, concerns that have completed the 
process seem to be far less perturbed 
about it than those that are faced with 
renegotiation or are now in the throes 
of it.” 

Incidentally, a few contractors have 
been left with unanticipated profits even 
aiter renegotiation. Most striking case 
is that of the concern which insisted on 
refunding $250,000 more than was de- 
manded by the government. 


> 


Cooperative Safety Programs 





Organized labor is assuming an _ in- 
creasingly active role in plant accident 
and disease prevention programs. Sey 
eral comnanies report that provisions f 
cooperative safety programs conduct 
by management and workers are being 








included in new and renewed union 
agreements. Unions are distributing 


thousands of copies of safety pamphlets 
to their members, shop stewards are at- 
tending safety training classes, and join! 
labor-management safety committees aré 
mushrooming over the country. Such 
measures promise a_ substantial reduc: 
tion in this country’s accident rate, which 
at present is almost three times that of 
Germany and five times that of Japan. 


At a time when mass inductions and 
wholesale separations are the order of 
the day, the comment of one AMA mem 
ber at a recent meeting deserves thought 
ful consideration. Said this executive 0 
a huge war production plant: “There are 
two critical phases in our relationship: 
with our workers—when they enter the 
service of the company and when they 
leave its employ. Handle these proced- 
ures wisely, and chances are you'll have 
an orderly and productive workforce.” 
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RESEARCH 


DEPARTMENT 


—> 


Labor and Management Pull 
Together 


Many new evidences of sustained la- 
hor-management cooperation in dealing 
with absenteeism, accidents, waste, sol- 
diering, and other deterrents to maxi- 
mum productivity have come to our at- 
tention in recent weeks. 

One nation-wide organization has 
found employee participation in the 
control of tardiness and absenteeism an 
exceedingly valuable approach in sev- 
eral of its subsidiary companies. De- 
partmental committees have been 
formed, each consisting of one foreman 
and two line employees, for the pur- 
pose of interviewing persistent offend- 
ers. The committees also suggest dis- 
ciplinary measures where no satisfac- 
tory reasons for the lost time are forth- 
coming. (Incidentally, it has been this 
company’s experience that committees 
composed largely of representatives of 
the employee group mete out more se- 
vere penalties than would be the case 
if the committees were composed solely 
of management personnel. ) 

War Production Drives continue to 
receive enthusiastic endorsement in 
many quarters. One aircraft corpora- 
tion reports that its labor-management 
committee is actively sponsoring an all- 
out war on A.W.O.L. absenteeism, with 
a marked degree of success. In addi- 
tion, the committee takes a direct inter- 
est in and makes positive recommenda- 
tions for handling many other plant and 
production problems. In another com- 
pany, all safety violations are handled 
through a joint union-management 
safety committee, with a noticeable re- 
duction in the accident rate. 

Making industrial efficiency a matter 
of joint concern of employer and em- 
ployee is considered by many to be a 
major step forward. Certainly, it has 
been demonstrated that, if mutual con- 
fidence exists between management and 
labor, the latter may be allowed a larger 
share in the solution of many mana- 
gerial problems, with resulting benefit 
to both parties. Properly interpreted, 
such cooperation does not represent a 
dilution of managerial responsibility or 
authority. Rather, it serves to intro- 
duce ideas, suggestions and facts which 
may be of incalculable assistance to 
Management in its efforts to arrive at 
fairer, more intelligent, and more gen- 
erally acceptable policies and plans of 
action. 

Naturally, there has been consider- 
able speculation on the probable status 








WHAT 


Managers Are Saying 


“Mr. 
planned; and we now plan to start the course 
in our corporation. 


Measuring Absenteeism 


“We have just been making a study of 
absentees in our various plants and find the 
percentages range from 3.1 per cent at one 
plant to 7.8 per cent at another. However, 
we find it difficult to get an absolutely accu- 
rate compilation of absenteeism because of 
the differences in location, weather condi- 
tions, and the standards of reporting ab- 
senteeism. We may be asked to report one 
way to thé War Manpower Commission, an- 
other way to the Department of Labor, and 
still another way to the War Production 
Board. We believe that some one central 
organization with authority should standard- 
ize the reports requested on absenteeism. 

“From our standpoint, we have found per- 
sonal attention to the absentee by the Per- 
sonnel Department and the labor-manage- 
ment committees to be the most effective 
means of decreasing absenteeism. In one of 
our plants we decreased absenteeism by 
these methods, between September 12, 1942, 
to November 21, 1942, from 237 to 46. J. E. 
Walters, Vice President, Personnel and 
Labor Relations, Revere Copper and Brass 
Incorporated. 
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Appreciation of J.R.T. 
(and AMA) 


“I sometimes feel the pang of conscience 
in taking time out to attend conferences. Yet 
I feel an urge to do so for AMA, and nearly 
always I return with something which makes 
me feel rewarded for being there. So it 
turned out with the day I spent at the Per- 
sonnel meeting in Chicago. 

“I was much impressed by the practical 
approach and far-reaching benefits that were 
apparent in the paper on Presentation of 
Job Relations Training given by M. J. Kane. 
After the meeting, I immediately arranged 
for photographs; had them blown up and 
forwarded by airmail to me so that they 
would be available in my office Monday 
morning. I also arranged through Messrs. 
Dietz, Kane and Mertz to have a Mr. Kessel 
of Washington come to Cleveland to ad- 
dress our managers Monday night. I was 
anxious to have this done on Monday be- 
cause of having our various managers here 
from all around the country for an all-day 
management meeting on that day. 


Kessel made the presentation as 


“The subject really covers the Golden 
Rules for Supervisors. If they would be fol- 
lowed to the letter, it would promote fine re- 
lationships in any organization.” E. M. 
Richards, Asst. Vice President in Charge of 
Operations, Republic Steel Corporation. 
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Key Sentences on Post- 
war Planning 


“The most that commerce and industry 
can do now to assure returning soldiers and 
workers engaged in war industries that 
peacetime jobs will be available is the least 
which must be done if enterprise and labor 
are to enjoy a free society.” The Committee 
for Economic Development. 

“The bottleneck in the domestic picture 
is not going to be money in hand; it is going 
to be the ability to produce the type of 
goods which the consumers want.” Dr. 
Lionel D. Edie, Economist. 

* * 

“In the period following peace it will be 
‘the order of the day’ to follow the method 
of analysis-and-plan if successful business 
promotion is to be achieved.” Trace, Kent 
& Company, Inc., Advertising Agency. 

sa @ 


“Even a decision not to plan is a plan.” 

U. S. Chamber of Commerce. 
* * * 

“Most companies will have to lay plans 
to get greater gross income, for a lower per- 
centage of net profit out of each dollar of 
sales seems an almost sure practical condi- 
tion to be faced in postwar operations.” 
G. E. Conkling, Business Counsel. 

“A company making something that cus- 
tomers crave wouldn’t need any govern- 
ment aid for very long; whereas a company 
trying to get by on glories of the past would 
be too much of a load, even for the govern- 
ment.” Batten, Barton, Durstine and Os- 
born, Advertising Agency. S 

* * & 

“Not a ticket home and hundred dollars 
for each soldier. but a ticket home to a 
hundred-dollar job.” Walter H. Gardner, 
Chairman, Peoria Plan. 





of labor-management committees after 
the war. The statement of the person- 
nel executive of a large food-processing 
organization in this connection is wor- 
thy of note: “It is our feeling that la- 
bor-management committees will prob- 
ably continue after the war as a very 
real operating tool for improving labor 
relations. We have found that labor 
and management in our company have 
worked more closely together not only 
on the joint committees but in grievance 
and negotiation meetings as well. We 
definitely feel that our committee and 
its sub-committees have made a substan- 
tial contribution to the morale and ef- 
ficiency of our organization.” 





National Absenteeism 
Statistics 


The announcement by the U. S. Bu- 
reau of Labor Statistics that the results 
of a monthly absenteeism survey will 
be summarized regularly by the Bureau 
comes as welcome news. While the 
March report of the Bureau is based on 
experience in only some 2,700 industrial 
establishments, the sample will be ex- 
tended during succeeding months. This 
means that individual plants will soon 
be able to use national statistics for a 
particular industry as a_ yardstick 


against which to measure their own ab- 
sence rates, 





Activities of the AMA 





Methods To Be Stressed At 


Production Sessions 


Production executives from war industries throughout the country will meet in 
Cleveland on May 5 and 6 to discuss better methods of increasing production at a 
meeting sponsored by the Production Division of the American Management 


Association. 


The conference has been planned to show how companies have devised better 


methods to increase manpower productivity. 


stories from factories in key war indus- 
tries. These case stories will cover such 
subjects as coordinating factory opera- 
tions with manpower supply, reduction 
of paper work, job methods training, 
job relations training, the application 
of Manning Tables, reducing absentee- 
ism, the training and supervision of 
women, etc. The conference has been 
arranged by L. C. Morrow, Vice Presi- 
dent of the AMA Production Division 
and Editor of Factory Management and 
Maintenance. 
CMP TO BE DISCUSSED 

One session will be devoted entirely 
to problems involved in the handling of 
materials. Officials of the WPB will 
outline the operations and future of the 
Controlled Materials Plan, and at a 
panel session the plant problems of pro- 
ducing under CMP will be discussed. 

The intensive discussion will be de- 
voted to incentive compensation in war- 
time. Trends will be examined, the ex- 
perience of various companies will be 
cited, and union representatives will 
give their views. In addition, a speaker 
from the WLB will outline government 
thinking on incentives. 


Sessions will consist largely of case 


L. C. Morrow 








| . W. L. Batt Receives 


Bok Award 

William L. Batt, Chairman of 
the Board of AMA, was recently 
awarded the Bok Award—a medal 
and a $10,000 check—for his serv- 
ices to the nation as vice chair- 
man of the War Production Board 
and as the citizen who rendered 
the most distinguished service to 
the city of Philadelphia in 1942. 
Mr. Batt who is President of SKF 
Industries, Inc., of Philadelphia, 
has served two terms as chairman 
of AMA’s Board and has long 
been one of the Association’s most 
active supporters. The Bok Award 
was founded by the late Edward 
W. Bok and has been awarded to 
a distinguished citizen of Phila- 
delphia ever since Mr. Bok’s death 
in 1921. 
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provision for the self-development and 
upgrading of the employees, (c) a care- 
ful observance of all labor laws, (d) 
maximum security, (e) effective ma- 
chinery for the prompt settlement of 
grievances, (f) proper hours and good 
working conditions. 

Now, if such a policy was important 
in the past, it is of vastly greater im- 
portance today because it provides for 
the full use of those incentives on which 
we must place the greatest reliance in 
carrying through this war—non-finan- 
cial incentives. Here is a partial list 
of such incentives: 1. Prestige (pride of 
craft) ; 2. Expected promotion (upgrad- 
ing); 3. Approval of employer and su- 
pervisor: 4. Spirit of competition; 5. 
Desire to give honest service (for the 
war); 6. Security (absence of fear of 
demotion) ; 7. Belief that merit will be 
recognized in promotion, etc. 

Nor are these ersatz incentives. They 
involve genuine human values, lasting 
and imperishable. 


Lb. & Lodda. 





Members’ Suggestions 
Invited On New 


Directors 


The Annual Meeting of the AMA, 
held each year at the close of the Asso- 
ciation’s Conference season, will take 
place at 5:30 P.M. on Tuesday, June 
8, at the Hotel Pennsylvania, New York 
City. 

All members are invited to plan to 
attend and take part in the discussion 
of financial and operating reports of 
the Association, which are presented 
at that time. This will be followed by a 
dinner meeting, details of which will be 
announced in the next issue of MANAGE: 
MENT NEws. 

At this business meeting, ten new di- 
rectors are to be elected to the Board 
of the Association to replace those 
whose terms expire this year. The fol- 
lowing Nominating Committee was ap- 
pointed at a meeting of the Executive 
Committee on April 20 and is now 
soliciting suggestions on nominations: 
Edward S. Cowdrick, Chairman; Stan- 
ley P. Fisher, American Hard Rubbef 
Company; Charles B. Castle, National 
Sugar Refining Company; Herbert L 
Jamison, Herbert L. Jamison & Com- 
pany; Marvin Bower, McKinsey & 
Company; J. D. Malcolmson, Robert 
Gair Company; Coleman Maze, Ne 
York University. 

The Committee would appreciate sug- 
gestions from members, and it requests 
that these be submitted not later than 
May 17, so that there may be plenty of 
time to consider them. Suggestions 
should be sent to Edward S. Cowdrick 
Chairman of the Nominating Commit 
tee, at the Association’s offices, 330 West 
42nd Street, New York City. For the 
complete list of Directors, see the inside 
back cover of THE MANAGEMENT RE 
VIEW or PERSONNEL. 


—S 


Packaging Conference 
and Exposition Draw 
Record Attendance 


The AMA Wartime Packaging Con 
ference and Exposition attracted record 
crowds when it was held April 13-16 im 
New York City. More than 1,200 i 
dustrial executives attended the variow 
Conference sessions, while nearly 11,000 
persons toured the Exposition, one o 
the most colorful and valuable indus 
trial shows that the war period ha 
seen. 
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